
In the 

COMMONWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULATORY COMMISSION 

* * * * *  

Matter of: 

THE APPLICATION FOR AN 1 
ADJUSTblENT OF THE SANITARY 1 
SEWAGE RATES AND CHARGES 1 
FOR THE G . H . K .  SEWAGE COMPANY, ) 
I N C . ,  JEFFERSON COUNTY, 1 
KENTUCKY 1 

O R D E R  

CASE NO. 7851 

On May 8 ,  1980, GHK Sewage Company, Inc., h e r e i n a f t e r  referred 

to as the Applicant, filed with this Commission its petition seeking 

approval of a proposed increase in its sewage service rates. 

The case was set for hearing at the Commission's offices in 

Frankfort, Kentucky, July 10, 1980. All parties of interest were 

notified in the manner prescribed by the Kentucky Revised Statutes. 

The Consumer Intervention Division of the Attorney General's office 

w a s  an intervenor of record in this matter. Additional information 

w a s  requested at the hearing and has been filed, and the entire 

matter is submitted for a final determination by this Commission. 

Test Period 

The Applicant proposed and t h e  Commission has adopted the 

twelve months ending December 31, 1979, as the test period for 

determining the reasonableness of the proposed rates. Proforma 

adjustments have been included where found fair, just and reasonable. 

Findings in This Matter 

The Commission, after consideration of all t h e  evidence of 

record and being advised, is of the opinion and finds: 

1. That in this instance, the determination of rates and 

revenue requirements should be based on the operating ratio'') method.  

2. That the existing ra te  of' the Applicant produced total 

revenues of $36,814 from an average of 329 customers receiving 

(1) Operating ratio is defined as the ratio of expenses, 

Operating Ratio = operating Expenses p l u s  Depreciation 

including depreciation and taxes to gross revenues. 

Expense8 and TaxeR 
Gross Revenues 



sewage disposal services d u r i n g  t h e  test  y e a r .  F u r t h e r ,  t h a t  t h e  

A p p l i c a n t ' s  e x p e n s e s  of $40,936 fo r  t h i s  period r e s u l t e d  i n  a 

t e s t  y e a r  de f i c i t  of $4 ,122 .  

3. T h a t  t h e  rates as p r e s c r i b e d  a n d  se t  f o r t h  i n  Appendix 

"A",  attached hereto and made a par t  h e r e o f ,  s h o u l d  produce gross 

a n n u a l  r e v e n u e s  of $45,780 from 350 c u s t o m e r s  a n d  are t h e  f a i r ,  j u s t  

a n d  r e a s o n a b l e  rates t o  be c h a r g e d  for  sewage services r e n d e r e d  by 

t h e  A p p l i c a n t  t o  c u s t o m e r s  located i n  its s e r v i c e  area. 

4 .  T h a t  t h e  rates p r o p o s e d  by t h e  A p p l i c a n t  are unfair, 

u n j u s t ,  and  unreasonable  i n  t h a t  t h e y  would p r o d u c e  r e v e n u e s  in 

e x c e s s  of those f o u n d  r e a s o n a b l e  h e r e i n  and s h o u l d  be d e n i e d .  

5. T h a t  a n  o p e r a t i n g  r a t io  of a p p r o x i m a t e l y  0.88 w i l l  

r e s u l t  from the revenues p r o d u c e d  by 350 customers a n d  s h o u l d  

provide a r e a s o n a b l e  return margin i n  t h i s  i n s t a n c e .  

6. T h a t  t h e r e  w e r e  347 c u s t o m e r s  as of F e b r u a r y ,  1 9 8 0 ,  

and  b a s e d  on  t h e  p r e s e n t  r a te  of g r o w t h ,  t h e  Commission d e c i d e d  

t h a t  350 c u s t o m e r s  would  be a r e a s o n a b l e  number t o  u s e  for t h e  

d e t e r m i n a t i o n  of rates i n  t h i s  i n s t a n c e .  

7. That t h e  Applicant proposed several  proforma a d j u s t m e n t s  

t o  r e v e n u e s  and  e x p e n s e s  as  r e f l e c t e d  on its C o m p a r a t i v e  Income 

S t a t e m e n t .  S e v e r a l  of these r e q u e s t e d  e x p e n s e s  w e r e  t h e  same as 

those granted  i n  Case No. 7556 which  w a s  based o n  500 c u s t o m e r s .  

The Commission w i l l  accept i n  f u l l  f o r  r a t e - m a k i n g  p u r p o s e s  some 

of these proposed a d j u s t m e n t s .  H o w e v e r ,  those  rejected or m o d i f i e d  

are more f u l l y  d i s c u s s e d  b e l o w :  

( a )  The b i l l i n g  a n d  co l lec t ing  c h a r g e s  from L o u i s v i l l e  

Water Company w e r e  $1,329 f o r  t h e  test  y e a r .  The 

A p p l i c a n t  had i n c l u d e d  t h e  f u l l  a p p o r t i o n m e n t  for 

both wator csorvico and H C W A ~ O  dinpoual eorviceu. 

This e x p e n s e  w a s  a d j u s t e d  f o r  t h e  i n c r e a s e  b y  

L o u i s v i l l e  Water Company of a p p r o x i m a t e l y  16.24% 

a l o n g  w i t h  t h e  increase i n  cufjtomers t o  t h e  amount 

of $1,710 for 2100 b i l l s .  
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( b )  T h e r e  w a s  a n  error i n  t h e  c a l c u l a t i o n  f o r  t h e  

r o u t i n e  o p e r a t i o n  a n d  m a i n t e n a n c e  e x p e n s e  o f  

$34 which  w a s  a d j u s t e d  a c c o r d i n g l y .  

( c )  The a l l o w a n c e  for  s l u d g e  h a u l i n g  w a s  based o n  

18 loads a t  $95 p e r  load.  

( d )  An allowance o f  $3,000 f o r  r e p a i r s  and  main-  

e n a n c e  e x p e n s e  w a s  f o u n d  t o  be more r e a s o n a b l e  

based on  s i m i l a r  sized u t i l i t i e s  of t h e  same age. 

(e) The p r o p o s e d  a d j u s t m e n t  of a n  i n c r e a s e  f rom LG&E 

for electr ic  e x p e n s e  w a s  n o t  allowed b e c a u s e  t h e  

c u r r e n t  case is st i l l  p e n d i n g  a n d  there is n o  

e v i d e n c e  o f  record s u p p o r t i n g  t h e  A p p l i c a n t ' s  

proposed increase.  

(f) An a l l o w a n c e  of $900 f o r  c h l o r i n e  a n d  p l a n t  

s u p p l i e s  w a s  found  more r e a s o n a b l e  b a s e d  o n  

s imi l a r  sized u t i l i t i e s  o p e r a t i n g  i n  J e f f e r s o n  

County .  

(g) The combined f e d e r a l  a n d  s t a t e  income t a x  l i a b i l i t y  

for the  r e v e n u e s  made possible by t h e  rates approved 

by t h i s  O r d e r  h a s  been computed as $1,290. 

( h )  The  A p p l i c a n t ' s  p r o p o s e d  a d j u s t m e n t  of $3042 for 

T a x e s ,  L i c e n s e  F e e s ,  w a s  not s u b s t a n t i a t e d  b y  t h e  

record. An a l l o w a n c e  of $50 w a s  a l lowed fo r  t h e  

assessmemt of t h e  U t i l i t y  R e g u l a t o r y  Commiss ion  a n d  

$10 f o r  c o r p o r a t e  l i c e n s e  fees. 

The following is a s c h e d u l e  showing t h e  effect  

on o p e r a t i n g  income a f t e r  t h e  r e v e n u e  a n d  e x p e n s e  

a d j u s t m e n t s .  

Proforma Proforma 
Actual  R e q u e s t e d  Found Reasonable 

O p e r a t i n g  Revenues  $36 814 $57 950 $45,780 

O p e r a t i n g  E x p e n s e s  40,936 5 0 , 9 9 5  40,359 

O p e r a t i n g  Income ($  4 , 1 2 2 )  $ 6 , 9 5 5  $ 5 , 4 2 1  
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O r d e r s  I n  T h i s  Matter 

The Commission o n  t h e  ba'sis of t h e  m a t t e r s  h e r e i n b e f o r e  

set  f o r t h  and  t h e  e v i d e n t i a r y  record i n  t h i s  case: 

HEREBY ORDERS t h a t  t h e  rates p r e s c r i b e d  a n d  set f o r t h  i n  

Appendix I 'A",  a t t a c h e d  h e r e t o  and  made a par t  h e r e o f ,  be a n d  t h e y  

are h e r e b y  f i x e d  as  t h e  f a i r ,  j u s t ,  a n d  r e a s o n a b l e  rates o f  t h e  GHK 

Sewage Company, I n c . ,  p r o v i d i n g  sewage  d i s p o s a l  s e r v i c e s  t o  c u s t o m e r s  

l o c a t e d  i n  i ts s e r v i c e  area and  s h a l l  become e f f e c t i v e  f o r  s e r v i c e s  

r e n d e r e d  on  and  a f t e r  t h e  date  of t h i s  O r d e r .  

I t  is FURTRER ORDERED t h a t  t h e  rates s o u g h t  by  t h e  GHK 

Sewage Company, I n c . ,  be and t h e  same are hereby  d e n i e d .  

I t  is FURTHER ORDERED t h a t  t h e  GHK Sewage Company, I n c .  s h a l l  

f i l e  w i t h  t h i s  Commission, w i t h i n  t h i r t y  (30) days from t h e  date of 

t h i s  O r d e r ,  i t s  t a r i f f  s h e e t s  s e t t i n g  f o r t h  t h e  rates a p p r o v e d  h e r e i n .  

F u r t h e r ,  t h a t  copies of a l l  the A p p l i c a n t ' s  r u l e s  a n d  r e g u l a t i o n s  

f o r  p r o v i d i n g  service t o  c u s t o m e r s  located i n  J e f f e r s o n  C o u n t y ,  

Kentucky s h a l l  be f i l e d  w i t h  t h e  said t a r i f f  s h e e t s .  

D o n e  a t  F r a n k f o r t ,  K e n t u c k y ,  t h i s  1st day of August, 1980. 

UTILITY REGULATORY COMhlIS S I O N  

Chalfihan I ,  

ATTEST : 

S e c r e t a r y  



Appendix "A" 

APPENDIX pro AN ORDER OF THE UTILITY REGULATORY 
COMMISSION IN CASE NO. 7851 DATED AUGUST 1, 1980. 

The following rates are prescribed f o r  sewage disposal 

services rendered to customers of the GHK Sewage Company, Inc., 

located within its service area of Jefferson County, Kentucky. 

Type of Service Provided 

Single-Family Residential 
Multi-Family Residential: 

3-Bedroom Dwelling Unit 
2-Bedroom Dwelling Unit 
1-Bedroom Dwelling Unit 

All Other 

Monthly Rate 

$10.90 Per Residence 

10.90 Per Dwelling Unit 
8.20 Per Dwelling Unit 
5 . 4 5  Per Dwelling Unit 
21.80 Per Residential 

Equivalent(l1 

(1) The number of residential equivalents and/or fractional 
parts thereof shall be determined by dividing the customer's average 
monthly wator coneiimgtlon in g ~ l l o n ~  by 12,000  gallon^. T h e  minlmurn 
bill for this type of e e r v l c e  shall be $lO.QO. 


